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LIBOR Index Removal and SOFR Index Approval for New HECM ARMs
and Other Changes for HECM ARM Originations

Today, the Federal Housing Administration (FHA) published Mortgagee Letter (ML) 2021-
08, Home Equity Conversion Mortgage (HECM) Program — Changes to Interest Rate
Requirements Including Removal of the London Interbank Offered Rate (LIBOR) Index.

This ML implements the following changes to the requirements for originating HECM
adjustable interest rate mortgages:

Removes approval for use of the LIBOR index for adjustable interest rate HECMs;
Approves the Secured Overnight Financing Rate (SOFR) index and permits
mortgagees to commingle index types for newly originated annual adjustable
interest rate HECMs when establishing the expected average mortgage interest
rate using the U.S. Constant Maturity Treasury (CMT) and the initial mortgage
interest rate (Note rate) and periodic Note rate adjustments using the SOFR index;
and

e Sets zero as the “floor” for the index value used to determine the Note rate to
mitigate against uncertainty and risks posed by negative index rates.

This ML also announces new model Note language, which is included in the revised model
loan documents (first and second HECM Adjustable Interest Rate Notes) and incorporates
the changes described in the ML. The revised model loan documents are available on the
Single Family Mortgages Model Documents web page.

ML 2021-08 establishes the timeline for discontinuing the eligibility of FHA insurance for
new LIBOR-based adjustable interest rate HECMs. However, when originating LIBOR-
based adjustable interest rate HECMs, it is important for mortgagees to consider the
requirements of the HECM investor and Ginnie Mae’s All Participant Memorandum 20-19
regarding the March 1, 2021, deadline for making LIBOR-based adjustable interest rate
HECM products ineligible for Ginnie Mae securitizations.
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e Mortgagee Letters:
www.hud.gov/program_ offices/administration/hudclips/letters/mortgagee

e Single Family Mortgages Model Documents:
www.hud.gov/program_ offices/housing/sfh/model_documents

e Ginnie Mae’s All Participant Memorandums:
www.ginniemae.gov/issuers/program_guidelines/Pages/mbsguideapmslib.aspx

Need Support? Contact the FHA Resource Center.

e Visit our knowledge base to obtain answers to frequently asked questions 24/7 at
www.hud.gov/answers.

e E-mail answers@hud.gov. Emails and phone messages will be responded to
during normal hours of operation, 8:00 AM to 8:00 PM (Eastern), Monday through
Friday on all non-Federal holidays.

e Call 1-800-CALLFHA (1-800-225-5342). Persons with hearing or speech
impairments may reach this number by calling the Federal Relay Service at 1-800-
877-8339.

About FHA INFO

FHA INFO is a publication of the Federal Housing Administrations (FHA), Office of Single
Family Housing, U.S. Department of Housing and Urban Development, 451 7th Street, SW,
Washington, DC 20410. We safeguard our lists and do not rent, sell, or permit the use of
our lists by others, at any time, for any reason.

Visit the FHA INFO Archives to access FHA INFO messages. For additional information
and resources, visit the FHA Single Family Housing main page on HUD.gov

Stay Connected with the Office of Housing and the Federal Housing Administration:

SUBSCRIBER SERVICES:
Manage Subscriptions | Unsubscribe All | Help

This email was sent using GovDelivery Communications Cloud on behalf of the Office of Housing and the W
Federal Housing Administration, U.S. Department of Housing and Urban Development, 451 7th St. SW, gOVDELfVERY
Washington, DC 20410


https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDMsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5odWQuZ292L3Byb2dyYW1fb2ZmaWNlcy9hZG1pbmlzdHJhdGlvbi9odWRjbGlwcy9sZXR0ZXJzL21vcnRnYWdlZT91dG1fbWVkaXVtPWVtYWlsJnV0bV9zb3VyY2U9Z292ZGVsaXZlcnkifQ.MzDDh9xcVrByE6W1rFRPG40b_Cy7SkZbDfhWrpwahRY/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDQsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5odWQuZ292L3Byb2dyYW1fb2ZmaWNlcy9ob3VzaW5nL3NmaC9tb2RlbF9kb2N1bWVudHM_dXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPWdvdmRlbGl2ZXJ5In0.8dtxQsUrSS3HzQv6Jphjr644XUd739tbZLr0sb222WY/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDUsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5naW5uaWVtYWUuZ292L2lzc3VlcnMvcHJvZ3JhbV9ndWlkZWxpbmVzL1BhZ2VzL21ic2d1aWRlYXBtc2xpYi5hc3B4P3V0bV9tZWRpdW09ZW1haWwmdXRtX3NvdXJjZT1nb3ZkZWxpdmVyeSJ9.0p47XwxAXW3ToSydGiVScBditkUpXsLP_J9UK3Pi6vY/s/1473939685/br/99769191231-l
http://www.hud.gov/answers
mailto:answers@hud.gov
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDYsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5odWQuZ292L3Byb2dyYW1fb2ZmaWNlcy9ob3VzaW5nL3NmaC9GSEFfaW5mb19tZXNzYWdlcz91dG1fbWVkaXVtPWVtYWlsJnV0bV9zb3VyY2U9Z292ZGVsaXZlcnkifQ.mLkUhRtnaTtyURPBOjSRZwqWBTY2YMn2AlMhTErKOU8/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDcsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5odWQuZ292Lz91dG1fbWVkaXVtPWVtYWlsJnV0bV9zb3VyY2U9Z292ZGVsaXZlcnkifQ.bZjKejNqVVs9IxKsCWUoEFw_kOrxP92w2IDI2KFHs-s/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMTAsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3B1YmxpYy5nb3ZkZWxpdmVyeS5jb20vYWNjb3VudHMvVVNIVURGSEEvc3Vic2NyaWJlci9lZGl0P3ByZWZlcmVuY2VzPXRydWUjdGFiMSJ9.Y0cRd_mVug4DDgkCjh0o2cgNHSsqer1skGQVMHMKJfg/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMTEsInF1ZXJ5X3BhcmFtcyI6WyJ2ZXJpZmljYXRpb24iLCJkZXN0aW5hdGlvbiJdLCJ1cmkiOiJicDI6Y2xpY2siLCJidWxsZXRpbl9pZCI6IjIwMjEwMzExLjM2ODAwNTIxIiwidXJsIjoiaHR0cHM6Ly9wdWJsaWMuZ292ZGVsaXZlcnkuY29tL2FjY291bnRzL1VTSFVERkhBL3N1YnNjcmliZXIvb25lX2NsaWNrX3Vuc3Vic2NyaWJlIn0.9DhyAdKXdXU2-JWWxq_VqJBrcFCZnhE-kw0ut8hXEFg/s/1473939685/br/99769191231-l?verification=5.b0d604d56c1a52bda44561fbe3dec9f6&destination=karol.jensen%40hud.gov
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMTIsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3N1YnNjcmliZXJoZWxwLmdvdmRlbGl2ZXJ5LmNvbS8ifQ.BLihl8xRYwsJYq2kQyC5t1k_mKUmN5zVNt3nT5rTnbE/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDgsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3R3aXR0ZXIuY29tL0ZIQWdvdj91dG1fbWVkaXVtPWVtYWlsJnV0bV9zb3VyY2U9Z292ZGVsaXZlcnkifQ.cRFfkTWYmLNtvxXfbgrr5QED4gifvkOn9mSQTyHQyqo/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMDksInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3d3dy5saW5rZWRpbi5jb20vY29tcGFueS9mZWQtaG91c2luZy1hZG1pbi8_dXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPWdvdmRlbGl2ZXJ5In0.BCr6Xz_kikwuYp6tRbzW0VgndG7kbvBfwsZtuTt_pDs/s/1473939685/br/99769191231-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMTMsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMTAzMTEuMzY4MDA1MjEiLCJ1cmwiOiJodHRwczovL3N1YnNjcmliZXJoZWxwLmdyYW5pY3VzLmNvbS8_dXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPWdvdmRlbGl2ZXJ5In0.xVYU_mBZxz5slDEdSPZTtAIuyMy6pIcvzQRbjvIVp_k/s/1473939685/br/99769191231-l

